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Abercrombie & Fitch, surge in put
volume, 165

Abraxas Petroleum (ABP), 97, 100
chart pattern for, 9

Accountants, prospectus and, 130
Accumulation phase, 36
Aggressive buying, 60–62
Agilent Technologies, Inc. (A), 88, 89
Agricultural commodities, cyclical

pattern in, 104
Alumbrera Mine (Argentina), 14
Amazon.com, 145
American Stock Exchange, 9, 14, 46,

146
ANF. See Abercrombie & Fitch
AOL, 142
Apple Computer, 166
Aquila, Inc., 77, 78
Arrhythmia Research Technology, 179
Art of Contrary Opinion, The (Neill),

46
Art Technology Group (ARTG), 47, 48
Ascending triangle chart pattern, 32,

75
Asset plays, 141–142
Assets:

balance sheet, 152
current, 153

ATS Medical (ATSI), 172
Attorneys, prospectus and, 130
Attunity Ltd. (ATTU), 172
Auditors, 126
Averages, moving, 121–122
Averaging, rule of three and, 60

Balance sheet, 154
basics related to, 151–154
format for, 152

Bankruptcy, 18, 56, 152, 155
Bar charts, types of, 23–24
Bargains, finding, 74
Barnes Group Inc. (B), two-year chart

for, 42–43
Barron’s, 55
Bear markets, 46, 50, 51, 80, 109
Beas Systems (BEAS), xiii
Bema Gold, 175

first and second legs for, 178
price capitulation example, 182–183

Best Buy Inc. (BBY), xv, 52, 53
Best Small Stocks for 2007, The

(Angell), xiii
Beta, 65
BGO. See Bema Gold
Biomira (BIOM), surge in, 6
Biotech start-up firms, 6
Blackberry, 78
Blow-off stage, 61, 62
Board of directors, 126
Bollinger bands, 20
Book value, 145, 153, 154
Bottom-fishers, 97
Bottom line, 149, 150
Bottom pattern, 10
Bottom reversal, 57–59
Bottoms, 51, 100

double and triple, 32
volume and, 87

Break-away gaps, 25, 26, 32, 36
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Breakdowns, 25
Breakouts, 23, 25–27, 60

buying at, 97, 98
false, 25, 28
points to remember about, 27

Breakout trade, managing, 27–28
Breakthroughs, 68
Broadvision, 172
Buffett, Warren, xv, 52
Bulletin Board stocks, 142, 143
Bullish consensus numbers, seasonal

patterns and use of, 109–110
Bull markets, 29, 46, 50, 51, 80, 109,

146
Bush, George W., xv
Business information, in prospectus,

130
“Buy the rumor, sell the news”

syndrome, 56
BVSN. See Broadvision

Call options, 157, 158, 161
Calls, 163
Call volume, 163
Canadian stocks, 142–143
Candlestick charts, 24
Capital gains taxes, 197
Capitalization, stock selection process

and, 144
Capital stock, description of, in

prospectus, 130
Capitulation, 40
Capstone Turbine, 172
Cash, 153
Cash flow, selection process and,

149–150
CDE. See Cour d’Alene Mines
CEO. See Chief executive officer
CFO. See Chief financial officer
Chartists, 17, 21, 24, 25, 29
Chart patterns, xv

ascending, descending, and
symmetrical triangles, 32

double and triple bottoms and tops,
32

gaps, 32

head and shoulders, 31
reliable, 30–32
rising and falling wedges, 31
saucer bottom, 31

Charts, 21
bar, 23–24
candlestick, 24
close-only line, 24
continuation and reversal patterns

in, 28–30
point-and-figure, 24
trendlines and, 23–25

Chicago Board Options Exchange,
161

Chicago Mercantile Exchange, 161
Chief executive officer, 136
Chief financial officer, 136
Churning, 17
Ciena Corp. (CIEN), surge in call

volume, 164
Citigroup, 59
CL. See Colgate-Palmolive Company
Close-only line charts, 24
Closing price, 58
CLWT. See Euro Tech Holdings
CNBC, xv, 15, 52, 55, 62, 83, 98, 100
CNXT. See Conexant Systems
Coca-Cola, 15
Colgate-Palmolive Company, 88, 90
Company biographies, 73
Computers:

charts and, 22
technical analysis and, 20

Concept stocks, 142
Conexant Systems, price capitulation

example, 184, 186
Consolidation period, 22, 173
Continuation gaps, 32, 36
Continuation patterns, 28–30
Contrary indicators, 109, 110, 140
Contrary opinion theorists, 46–49
Contrary opinion theory, 169
Conventional wisdom, 19–20
Corporate bonds, 126
Countermovement, 60, 173–178
Cour d’Alene Mines, 173
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Covad Communications Group, 46, 47,
169

price chart for, 170
seasonal trend with, 106, 108

Cover, for prospectus, 130
CPST. See Capstone Turbine
Cray Research, xii
Cup and handle chart pattern, 31
Current assets, 153
Current liabilities, 153
Current replacement costs, 153
Current value, determining, 145
CUR.TO. See DiagnoCure
Cyclical market, Kulicke and Soffa

Industries: example of, 66–67

Danka Business Systems (DANKY), 85,
86

Day-of-the-week strategies, 115, 116
Debt, 155–156
Dell, 142
Democratic Republic of Congo, 5
Depreciation allowance, 153–154
Depressed stocks, buying, 1, 4, 135,

168–169, 172–173
Descending triangle chart pattern, 32
Desert Sun Mining (DEZ), first leg for,

175, 176
Deteriorating markets, characteristics

of, 25
DiagnoCure, 6, 7
Diamonds, 29
Dickens, Charles, 125
Dilution, prospectus and, 130
Dips, buying on, 42
Discipline, 65
Disclosure, 126, 129
Disney, 9, 15, 46, 56, 74, 160
Distribution phase, 36
Diversification, 57
Dividend policy, in prospectus, 130
Dollar cost averaging, 147
Double tops and bottoms, 32
Dow Chemical, options example,

157
Downtrends, 34

DRC. See Democratic Republic of
Congo

DRDGold(DROOY): first and second
legs of, 175, 176

Dull volume, 87
DVW. See Covad Communications

Group

Earnings, revenues and, 148–149
Earnings before interest, taxes,

depreciation, and amortization,
150

Earnings reports, 52, 56
Ebbers, Bernard, 56
EBITDA. See Earnings before interest,

taxes, depreciation, and
amortization

Engex (EGX), 178
Enron, 33, 56, 83
Equilibrium price, 35, 83
Equinox Minerals (EQN.TO), xiii
Escalon Medical Corp. (ESMC), 70, 72
Euro Tech Holdings, 70, 71
Exhaustion gaps, 32, 36
Explosive growth, 68
Extreme Networks, Inc. (EXTR), 85

False breakouts, 25, 28
Fibonacci, 88
Fibonacci numbers, 20
Fibonacci 0.618 retracement, 88, 95

aggressive buying and, 60, 61
countermoves and, 88, 89, 90, 91

52-week highs and lows, 42
Filters, trading, 115–119
Final allocation, 132
Financial statements, 150
First leg, 192

identifying, 173–178
of the trend, 35

First Quantum Minerals, ix, xiv, 2–3, 3,
5, 142

5-day average, of stock’s range, 120
5-day oscillator, 114, 115, 116, 193

3-day difference in, 112
formula for, 111
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Fixed assets, 153, 154
Flags, 29
Flextronics (FLEX), 169, 171
Flipping shares, 132
FM.TO. See First Quantum Minerals
FNX Mining (FNX.TO), xiii
Forbes, 55, 138
Ford Motor Company shares,

long-term view of, 41–42
Fortune, 55, 56
Fraud, 33
Front running, 64
Fundamental analysis, 3, 4, 17
Future focus, stock selection process

and, 144
Futures, 196

Gaps, 32, 36, 42
Gaumond, Andre, 167
Genaera Corporation (GENR), 70, 72
General Motors, 15, 190, 197
Gen-Probe, 6
Getting your bait off the table, 147
Gigamedia (GIGM), xiv
Glamour stocks, 83
Goldcorp Inc., 167
Golden Star Resources, 179, 181
Google, 131, 132, 142, 143, 160
Graham, Benjamin, 146
Greed, 62
Green Bay Packers, 103
Grey Wolf, Inc. (GW), 70, 71
GSS. See Golden Star Resources

Head and shoulders chart pattern, 31
HEB. See Hemispherix BioPharma
Hedge funds, 40, 197
Hemispherix BioPharma, rally for, 106
Herd mentality, 96
Hidden value, 5–7, 8, 12, 18

finding, 143–144
profits and, 11
short sellers and, 37

Highballing, 64
High volume, 100

breakouts, 25
option activity, 163

HMS Holdings (HMSY), 47, 48
Holidays, seasonal patterns related to,

105
Home Depot, 15
Hope, loss of, 58
Horse-racing analogy, rebound theory

and, 68, 69–70
HRT. See Arrhythmia Research

Technology
Hulbert, Mark, 138
Hulbert Financial Digest, 138

IBM, 9, 15, 161
Illumina, Inc., 83, 84
ImClone, 120, 136
Income, 148
Income statement, 151
Indicators, 20
Initial public offerings, xv, 4, 123,

125–133
basic information about, 127–128
cooling-off period and road show,

130–132
public offering process, 128–129
reading the prospectus, 129–130

Input/Output (IO), insider transactions
for, 137, 138, 139

Insider buying, xv, 135–140
Insiders, defined, 135–136
Internet, 142, 146, 151, 197
Internet bubble (2000), 12, 29, 46,

63
Intrinsic value, option prices and,

159
Inverted-V pattern:

Sun Microsystems, Inc. and, 81
WCA Waste Corporation and, 93

Investors:
checklist for, 191–196
momentum, 32

Investor’s Business Daily, 55, 178
Iomega (IOM), rise, fall, and rebound

of, 95–96
IPOs. See Initial public offerings
IRAs, 197
Ivanhoe Energy Inc. (IVAN), 191, 192,

194, 195
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January effect, 104–105, 106, 108, 109,
195

JAVA. See Sun Microsystems, Inc.
JDS Uniphase Corp. (JDSU), 47, 49, 49,

77, 81–82, 98, 106, 107, 111, 141

Keogh accounts, 197
Keynes, John Maynard, 122
Key reversal day, 117
K.I.S.S. principle, 32
KLIC. See Kulicke and Soffa Industries
Knology, Inc. (KNOL), 73
Krispy Kreme Doughnuts (KKD), 69, 70
Kulicke and Soffa Industries:

cyclical market example, 66–67
rebound theory and, 68, 69

Lakonishok, Josef, 138
Lapeyre, James M., Jr., 137
Lawsuits, 80
Lay, Kenneth, 83
Lee, Inmoo, 138
Legal matters, prospectus and,

130
Leverage, options and, 157
Liabilities, balance sheet, 152
Line charts, close-only, 24
Little-known stocks, 46, 47
Liveperson Inc., 179, 180
Lombardi, Vince, 103
Long-standing support levels, buying

at, 97
Long-term liabilities, 153
Losses, window dressing and,

106
Lowballing, 64
Low-priced stocks, buying, 168–169,

172–173
Low-risk buys, identifying, 87–101
LPSN. See Liveperson Inc.
LSS 3-day Cycle Method trading

system, 90
Lucent Technologies, Inc. (LU), 9, 56,

82, 141, 147, 175, 177

MakeMusic Inc. (MMUS), 192, 193
Management, prospectus and, 130

Market makers, stock selection
process and, 144

Market price, 145
Market timing. See Timing
Market Vane, 109
Markup phase, 36
McDonald’s, 15
Mental stops, 120–121
M formation, 29
Microsoft Corporation, xi, 12, 46, 56,

74, 83, 84, 85, 142, 160, 179, 190
MMM. See 3 M
Mob psychology, xiv
Momentum, 36
Momentum analysis, 114
Momentum investors, 32
Momentum play, 44–46
Momentum players (swing traders),

114
Money management, selection process

and, 147–148
Motorola, Inc. (MOT), 9, 12, 56, 88, 89,

160, 162
Moving averages, 20, 121–122
MSFT. See Microsoft Corporation

NASDAQ, 54, 143
Navious Maritime (NM), 178
NCST. See Nucryst Pharmaceuticals
Negative momentum, 112
Neill, Humphrey, 46, 58
Net asset value, 146, 147
New York Stock Exchange, xii, 143,

146
New York Times, 5
Northern Orion Resources, 12, 14, 142,

169, 170
Northgate Minerals Corporation, xiii,

175, 177
Novavax Inc., 179, 180
NTO. See Northern Orion Resources
Nucryst Pharmaceuticals, 178
NVAX. See Novavax Inc.
NXG. See Northgate Minerals

Corporation
NxstageMedical (NXTM), price

capitulation, 186, 187
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October, stock prices during, 104, 109,
110, 192

Official Summary of Security

Transactions and Holdings, 138
1-day strength indicator, 113–114
ON2 Technologies (ONT), price

capitulation example, 183
Operating cycle, 153
Options, 157–166, 196

rules related to, 164–166
terms of, 158–160
types of, 158

Options trading, getting started in,
160–162

Option volume, xv, 162–164
Oracle, 142
Oscient Pharmaceuticals (OSCI), 195,

196
Oscillators:

constructing, 110–114
defined, 110
5-day oscillator, 111–112
1-day strength indicator, 113–114
pivot breakout numbers, 112–113
3-day difference in 5-day oscillator,

112
Out-of-favor stocks, 46, 47, 49, 54, 56
Overhead resistance, 100

Panic selloffs, 25
Paradoxes, 46
Peebler, Robert P., 137
Pelangio Mines Inc., xiii, xv, 184, 185
Pelican Financial Inc., ascending

triangle pattern with, 45–46
Pennants, 29
Penn Central Railroad, 197
Penny stocks, 1
Pension plan contributions,

seasonality and, 105, 108
PFI. See Pelican Financial Inc.
Pier 1 (PIR), 178
Pivot breakout numbers, formulas for,

112–113
PLG.TO. See Pelangio Mines Inc.
Point-and-figure chart, 24
Political strife, 5

Positive momentum, 112
Predictive technical analysis, 34
Presidential cycle, 104
Press, stock discovered by, 193
Press releases, 136
Price, 123

breakouts and, 27
momentum play and, 44–46
stock’s success and, 56

Price action, 92, 117–119
Price activity, recent, stock selection

process and, 144
Price behavior, predicting, 30
Price calculations, xv
Price capitulation, 182–188

Bema Gold, 182
Conexant Systems, 184, 186
NxStage Medical Inc., 186–187
ON2 Technologies, 183
Pelangio Mines, 184, 185
Sirius Satellite Radio, 184, 185
Sun Microsystems, 183, 184

Price charts, studying, 169
Price direction, 34
Price/earnings ratios, 12
Price movements, study of, 20–21
Price objective, determining, 35
Prices:

closing, 58
equilibrium, 35
momentum phase and, 36
short sellers and, 37
support and, 39–42

Price-to-book ratio, 145–146
Price-to-cash flow ratio, 150
Price-to-sales ratio, 150–151
Proceeds, prospectus and use of, 130
Profitability, stock selection process

and, 143–144
Profitable strategies, 39–101

aggressive buying, 60–62
bottom reversal, 57–59
contrary opinion and, 46–49
finding gold amid the dross, 54–57
identifying low-risk buys, 87–101
identifying support, 39–42
momentum play, 44–46
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personal observation, 50–53
ready to buy stocks, 80–87
rebound theory, 68–73
rule of three, 42–44
timing the rebound, 73–79
trend phase identification, 50

Profit-and-loss statement, 154
Profit objective, measuring, 35
Profits, 10–12, 156
Profit-taking, 23, 27, 28, 35, 53, 60
Promotion, 142
Prospectus:

amended, 131
for IPOs, 126, 127
preliminary, filing, 130
reading, 129–130

Psychology, 21
Publicity-follows price philosophy,

52
Public offering process, 128–129
Pullbacks, 60, 61, 97
Put options, 158, 159, 161
Put volume, 163, 164

Quantifying price action, 117–119
Qwest Communications (Q), 53, 54

Rallies, short-covering, 29
Random walk thesis, 69
Reactive technical analysis, 34
Rebounds, timing, 73–79
Rebound theory, 68–73
Rectangles, 29
Red herring statement, 129
Registration, IPO, 131, 132
Research in Motion, Inc., 78, 79
Resistance, 99, 100, 179

levels of, xiii, xiv
rule of three and, 42–44
zone of, 23

Resting stop, 120
Retracement levels, calculating, 87
Return on investment, 154–155
Revenues and earnings, 148–149
Reversal patterns, 28–30
Reverse stock splits, 12, 14
Rewards, 18

RF Micro Devices (RFMD), 169
first and second legs of, 174, 175
price chart for, 171

RIMM. See Research in Motion, Inc.
Rising and falling wedges chart

pattern, 31
Risk, 197

acknowledging, 18–19
initial public offerings and, 125
managing, 63
minimizing, 42

Risk factors, prospectus and listing of,
130

Road show, 131, 133
ROI. See Return on investment
Roth IRAs, 197
Rule of three, 42–44, 60, 96
Russell 2000 Index, 10

Saucer bottom chart pattern, 31
Saucers, 29
SBUX. See Starbucks Corp.
Seasonality, 103, 104–109, 192
Seasonal patterns, bullish consensus

used with, 109–110
SEC. See Securities and Exchange

Commission
Secondary offerings, 126, 127, 128
Second leg, 173
Securities and Exchange Commission,

126, 129, 130, 135, 136
Selection process, xv, 141–156

asset plays and concept stocks,
141–143

balance sheet basics, 151–154
cash flow, 149–150
debt and, 155–156
guidelines, 143–144
money management and, 147–148
nuts and bolts of, 145–147
price-to-sales, 150–151
return on investment and,

154–155
revenues and earnings, 148–149

Selling climax, 81–82, 117
Selling frenzies, 29
70-30 rule, 27–28
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SFN. See Spherion Corp.
Shareholder letter, sample, 148–149
Shareholders, principal, prospectus

and, 130
Share prices, 80
Shares, future sale of, in prospectus,

130
Short-covering rallies, 29
Short sellers, 26, 29, 37
Short selling, 23, 80
Siemens AG (SI), 90, 91
Sirius Satellite Radio (SIRI), 12, 13, 19,

172, 174
capitalization and, 144
price capitulation example, 184,

185
Skyworks Solutions Inc., 193, 194
Small cap stocks:

big profits with, 10–12
hidden value and, 5–7
insider transactions and, 138–140
investor enthusiasm for, 2
key criteria for, 4
making money in, 1–15
as next bull market, 1–3
percentage gains with, 10

“Smoke coming out from under the
door” syndrome, 51

Sniper Trading (Angell), 173
Sonus Networks (SONS), 172
“Spaghetti” technique, x–xi
Speculative activity, momentum

players and, 36
Speculative stocks, 12
Spherion Corp., 99
Stair-step configuration, 97
Standard & Poor’s 500 Index, seasonal

tendencies in, 105, 109
Starbucks Corp., top and bottom, 106,

107
Stewart, Martha, 120, 136
Stochastics, 20
Stochastics oscillators, 87
Stock market crashes:

October, 1929, 104
October, 1987, 21, 29, 104

Stock options, xv

Stock prices, seasonal tendency for,
104–109

Stocks:
concept, 142
glamour, 83
not well trended, 67–68
price objective of, 35
ready to buy, 80–87
selection process. See Selection

process
shorting, 37
small cap. See Small cap stocks
speculative, 12
trending well, 66–67
volume statistics and, 85–87

Stop orders, 26, 42
Stop-running, 26, 64, 65
Stops, 119–121

mental, 120–121
resting, 120
trailing, 120

Story stocks, 142
Strike price, 157, 159, 160
Summary, prospectus, 130
Sun Microsystems, Inc. (SUNW), 141,

179, 181
inverted-V pattern in stock chart, 81
price capitulation example, 183, 184

Support, xiii, xiv, 99–100, 192
buying at, 179
identifying levels of, 39–42, 94–95
rule of three and, 42–44

Support points, 23
Swing traders (momentum players),

114
SWKS. See Skyworks Solutions Inc.
Symmetrical triangle chart pattern, 32

Talking your position, 58
Tangible assets, 153
Tanzanian Royalty Exploration, 194
Taser International (TASR), 12, 13, 103
Tax code, simplified, 197
Tax deductions, 153
Technical analysis, xiv, 3, 4, 8

breakouts and, 25–27
charts and, 21–22
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charts and trendlines, 23–25
continuation and reversal patterns,

28–30
conventional wisdom related to,

19–20
description of, 20–21
getting started in, 17–37
momentum and, 36
real value of, 32–34
support and resistance, 23
time and price method of, 34–36

Templeton, John, 172
Terrorist attacks of September 11,

2001, 104
Test-the-waters buying, 60
3-day difference number, 112, 114
3M Co., several days of stock prices

for, 117–119
TIBCO Software, Inc. (TIBX), 75, 76
Time-and-price calculations, 96
Time and price method, of technical

analysis, 34–36
Time value, option prices and, 159
Time Warner Telecom, Inc., 75, 76
Timing, xiv, xvi, 8–10, 101, 103–123

bullish consensus used with
seasonal patterns, 109–110

determination of, 35–36
hidden value and, 6
momentum analysis and, 114
moving averages, 121–122
oscillators and, 110–114
pros and cons, 122–123
rebounds, 73–79
seasonality, 103, 104–109
stops and, 119–121
trading filters and, 115–119

Tombstone advertisements, 129
Tops, 32, 100
Toronto Stock Exchange, 2, 10, 143,

169
Trade, determining timing of,

35–36
Traders, momentum, 36
Trading filters, 115–119
Trading plan, 19
Trading volume, 4

Trailing stops, 65, 120
Transactions lists, in prospectus, 130
TRE. See Tanzanian Royalty

Exploration
Trending markets, capitalizing on, 28
Trendlines, 97

basics about, 24
charts and, 23–25
extremes and, 25
violations of, 24–25, 29

Trends
identifying correct phases of, 50
in two-leg segments, 34

Trend trading, 52–53
Triangles, 29, 32
Triple tops and bottoms, 32
TRX, Inc. (TRXI), 178
Twain, Mark, 15, 73
Two-for-one splits, 2
TWTC. See Time Warner Telecom, Inc.

Underwriters:
IPO share issuance and, 131, 132
public offering process and, 128–129

Underwriting, prospectus and, 130
Untapped potential, 68
Uptrends, 34

Value:
finding, 141–142
hidden, 5–7

Value investors, 7–8
Vancouver Exchange, 142, 143
Velocity Express (VEXPS), 178
VIA.TO. See Virginia Gold Mines, Inc.
Violation of a resistance, 23
Virginia Gold Mines, Inc., 10, 11, 167,

168
Volatility, 65
Volume, 195

breakouts and, 27
high, 100
momentum play and, 44–46
monitoring, 85–87

Wall Street Journal, 10, 15
Wal-Mart, 15, 46, 56, 74, 142, 159
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Wasting asset, 159, 165
WCA Waste Corporation (WCAA), 93,

94
W formation, 29
Window dressing, 106
Winning mind-set, developing, 188–191
WorldCom, 56
Worst-performing issues, 178–179

Yahoo Finance, 58, 136
Yamana Gold, 14

Zacks.com, 162
Zacks Investment Research, 163
Zhone Technologies, Inc. (ZHNE), 78,

79
Zix Corporation (ZIXI), xiii
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